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Dockets Unit

Room 8417

Research & Special Prograns Adm
U.S. Dept. of Transportation
400 Seventh Street, SW

Washi ngton, pb.c. 20590

Re:  comments on Proposed Rul emaki ng
Definition of Gathering Lines

Gent | enen:

This is in response toyour request for commentson
t he above subject which appeared in the Federal Resister Vol. 56
No. 186 Sept. 25, 1991 starting on page 48505,

~_ This organization, Southeastern Chio G| and Gas
Associ ation (sooGa), represents at |east 148 oil and gas
producers in southeastern Chio and West Virginia. CQur nenbers
are Erinarily smal | businesses and independent producers. Many
of these entities are famly owned and operated, someof which
are in the fourth generation of ownership and operation. For
the most part, our nenbers live in close proximty to the wells
and pipelines that formthe basis for their livelihood. W are
an integral part of our local comunity, and a vital part of the
| ocal econony in an area which has traditional high
unenpl oynent.  The local enployment opportunities in nmany of our
communi ties have been severely reduced by the collapse of the
| ocal coal mning industry which is caused by new regul ations
under the Cean Air Act. All of the coal in our area is
classified as high sulfur and, thus, there is no market for it
due to the new regul ations.

Qur area does not need another economc blow simlar
to that which our local coal mning industry is experiencing.
The proposed rule nmaking will do just that to our [ocal oil and
gas industry.
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_ In our area, the wells produce both oil and gas at
the stripper level of production. Nhn% of our wells are up to
ninety years old, Wile they are not big producers, the
production we obtain is steady and can be depended on to |ast
for many years. This longevity and steady, if nodest,
production of both oil and gas is the basis for enploynent and
opportunity of our citizens. Your proposed regulations would
destroy that,

Because al nost every well that produces oil also
pr oduces naturalcgas and because state | aw prohibits venting or
wasting of gas (Ohio) or flaring of gas (Wst Virginia), each of
these wells has a pipeline which gathers this gas and delivers
it to a sales point. Sonetines this sales point is a public
utility gas line, sometinmes it is an enduser manufacturing
operation such as a brick or glass plant or a sawm || where wood
products are dried. Many times this gas is utilized in our
local small rural communities which are not served by public
utility gas systens.

For large nunmbers of our neighbors, natural gas is
the only viable form of heat for older hones often occupied by
senior citizens. To retrofit these older hones for another
heating source could be difficult and expensive, often beyond
the reach of those on a limted incone.

Because of the small volunes of production from each
of these wells, it would not be econonmic to directly connect to
a sales point. Thus, over the years, a system of gathering
lines has been built up which handles gas from nore than one
wel | owner. Often, a producer will allow a neighboring producer
to connect to his line to provide an outlet for the small
quantity of gas for which it would not be economc or feasible
to run a separate gas line for that neighbor's well.

The situation | have described above is very conmmon
in our area and is a long standing custom of cooperation anong
our local producers. The portions of your proposed rulemaking
that interject the concept of custody transfer into your
proposed determnation of gathering or transm ssion/distribution
facilities wll seriously affect and jeopardize these |ong
standing relationships anong small independent producers who are
trying to utilize a natural resource rather than allow it to be
wast ed.
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_ ~ The use of custodial transfer as a factor in the
determ nation of gathering or transportation status wll cause
severe econom c hardship. |If you determine that what is now a
gathering line should be reclassified to transportation status,
will it then be expected to be upPraded to the construction
requirernents of a transportation [ine?

Qur gathering lines were constructed to a safe
standard, but an entirely different standard fromthat required
for the transmssion lines comonly used by the few mgjor
transm ssion conpanies in our area. For exanple, many of our
lines are constructed of plastic pipe, some of which is buried
and some of which is upon the surface. |In these instances
lines are constructed on top of the ground at the specific
requi rement of the u.s. Forest Service. The Forest Service is
the largest single |andowner in southeastern Chio. |n these
instances, they specified that lines be constructed on the
surface to mnimze environnental inpact on their forest areas.
In a nunber of cases, they would not pernmit any ground
di sturbance. In these cases, the lines were constructed with
only hand | abor and horse teams:no bul | dozers or trenches
congnnly associated with conventional pipeline construction were
used.

If gathering lines passing through environnentally
sensitive areas are required to be reconstructed to
transportati on standards, these areas will have to be bypassed
BK requiring bypassing of areas where an easenent can not be
obt ai ned because surface disturbing construction would be
required, the cost would be very significantly greater

There is nothing unsafe about the construction
standards to which our gathering lines were built. W do not
see any benefit to be gained by changing their classification to
that of a transmssion line along with the different
construction and operation requirenents. There is no history of
incidents in our area which indicates that a change to a
different but no nore safer standard is advisable.

The use of metering points as a factor in deterninin?
the change from gathering to transmssion status is also harnfu
to our area. A nunber of producers use netering points to

noni tor the through put of individual segnents of a gathering
system. This maynot be done for custodial transfer purposes
but is sinply done to nmonitor |ine performance,



Comments on Proposed Rul emaking Page 4

In the Appal achian area generally and our area
specifically, an inportant consideration in the oil and gas
| ease negotiated between a | andowner and a producing conpany is
the reservation by the | andowner of free gas for his donestic
use, In many cases, this reserved domestic gas is taken by the
| andowner at the individual well head, However, in an effort to
help insure continuity of supply while an individual well m ght
be shut down or out of service, a nunber of producers have
provided taps on the gathering line system for the |andowners
reserved donmestic gas. Because these taps are often downstream
from the neter measuring an individual well or |ease's
production, a meter is part of the tap. This way the
| andowner's gas usage is deducted from the well's measured
production for purposes of royalty calculation. Wthout these
tap points on a gathering system the hones that depend on a
supply of gas for domestic use would be greatly penalized. If
t he prospect of free gas for donestic use was elimnated, many
| andowners would not enter into an oil and gas lease. It is a
| ong established |local customin our area that the |andowners
reservation of free domestic gas is a very inportant
consideration for |easing, Your proposed rule making should not
use the presence of such neters and taps for an excuse to
reclassify a gathering line as a distribution line.

There are a nunber of industries in our area where
the use of natural gas is essential for their product and no
other heat source is usable. For exanple, in the manufacturing
of specific types of bricks, the use of any other heat source
ot her than natural gas will produce an undesirable (and
unmar ket abl e) color. Because these industries need a dependabl e
source of gas and have experienced curtailnments and
interruptions from public utility gas systens, they have built
?r contracted gathering lines directly to wells in their plant

ocation.

To classify these gathering lines as
transportation/distribution and inpose standards that were not
contenpl ated when these lines were built would cause econom c
hardship and possible closing of the manufacturing operation
with its attendant [oss of jobs.

~In order to neet the construction standards of a
transmssion line alnost all of the gathering lines in our area
woul d have to be reconstructed. The cost for this is estimated
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at a mninumof $ 5.00 per foot and could easily be as high as

$ 15.00 per foot. A brief survey of our nenbers indicates that
t hey operate apprOX|nateby 1625 miles of gathering lines. I|f
reconstruction is required, the cost of this would be

$ 42,900,000.00. This is just for a six county area in parts of
two states. Thus, it is easy to visualize that the econonic

i npact of the proposed rule making on the entire country wll be
in excess of $ 100 mllion. ExIrapoIatin%_our figures to cover
the entire country will result in a very high figure for the
first year, However, debt service and other costs are projected
to equalize these costs over a number of years to equal a Sum
above the $ 100 mllion/year cost threshold.

On page 48509 a statenent is nade that "Rspa will
assi st pipeline operator in overcom ng any problens encountered
in complying Wi th these regulations."” The biggest problem our
menbers would have in conplying with the proposed regulations is
the financial cost to upgrade gathering lines, which are

erfectly safe now, to the different standards of a transm ssion
ine. Additional costs would be incurred in the required
periodic testing, nonitoring and reporting processes, It is no
secret that, in today's gas market, there is little if any
profit in noving natural gas these days and there appears to be
no change for the foreseeable future, Financing of the |eve
required to pay for the proposed regulations is beyond the
resources of nost of our nenbers,

Does the RSPA propose to provide funds to cover the
cost of neeting the proposed regulations.? This is not addressed
in the docunent, The nassive amount of funding required for the
reclassification of gathering lines to transm ssion |ines needs
tolbe consi dered and addressed before adoption of the proposed
rul es,

In our part of the country, there is no conpelling
reason to reclassify gathering lines as
transportation/distribution lines. W expect that the rest of
the Appal achian area is not any different from our area. Thus
our association reconmends that the proposed rules not be
adopted and that conditions remain as they are now.

In the alternative, if proposed rules are adopted we
reconmend t hat:

1. Cnhange of custody of gas not be a determning factor in line
status deternination.
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f 2. A gathering line would not be considered as a transm ssion v
. line until the gas is transferred to a public utility gas
system

3. An exenption for present gathering |ines that provide gas to
residents of |easehold tracts or to residents of right of way
tracts be nmade so such systens are not considered as
transportation/distribution systens.

4. That pipe size, pressure rating and other operating
paraneters be considered in the determnation of |ine status.

We recomend that no line which is less than 8 inches in

di aneter and not now classified as transm ssion or distribution
by either FERC or a state public utility authority be considered
for a status change under any proposed rulemaking.

5. Gas gathering lines which PresentIY suppIY gas to industria
endusers and which are exenpt frompublic utility regulation
continue to be classified as gathering lines. Direct delivery to
endusers should not be a determning factor in reclassification
of such lines to transportation/distribution status.

Thank you for the opportunity to supply these
comrent:;.  Should you need additional information or any
anplification of our comments, we would wel come that
opportunity.

Sout heastern Chio Ol & Gas Assoc

By: §4/;z£; é%;/caa444~%v£4;§7

Carl Heynrich
Member of Governmental Affairs
Commttee
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